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"  The  wisdom  of  mankind  creeps  slowly  on, 
Subject  to  every  doubt  that  can  retard, 
Or  fling  it  back  upon  an  earlier  time ; 
So  timid  are  man's  footsteps  in  the  dark, 
But  blindest  those  who  have  no  inward  light. 
One  mind,  perchance,  in  every  age  contains 
The  sum  of  all  before,  and  much  to  come- 
Much  that's  far  distant  still;  but  that  full  mind, 
Companioned  oft  by  others  of  like  scope. 
Belief,  and  tendency,  and  anxious  will, 
A  CIRCLE  small  transpierces  and  illumes: 
Expanding,  soon  its  subtle  radiance 
Falls  blunted  from  the  mass  of  flesh  and  bone. 
The  man  who  for  bis  race  might  supersede 
The  work  of  ages,  dies  worn  out— not  used. 
And  in  his  track  disciples  onward  strive, 
Some  hairs* =breadths  only  from  the  starting  point: 
Yet  lives  he  not  in  vain;  for  if  his  soul 
Hath  entered  others,  though  imperfectly, 
The  CIRCLE  widens  as  the  world  spins  round,— 
His  soul  works  on  while  he  sleeps  'neath  the  grass. 
So,  let  the  firm  Philosopher  renew 
His  wasted  lamp— the  lamp  wastes  not  in  vain. 
Though  he  no  mirrors  of  its  rays  may  see. 
Nor  trace  them  through  the  darkness.'*— 

R.  H.  HORNE. 


THE 


FISCAL  QUESTION  IN  GREAT  BRITAIN. 


On  Wednesday,  loth  February,  1904,  the  National 
Liberal  Club  Political  and  Economic  Circle  held  its  Fifty- 
first  Dinner,  in  the  Committee  Room  of  the  Club.  The 
Right  Hon.  Lord  Welby,  G.C.B.,  L.C.C.,  presided, 
and  Mr.  J.  H.  Levy,  the  Chairman  of  the  Committee  of 
the  Circle,  opened  a  debate  on  the  above  subject.  The 
following  paper,  by  Mr.  Levy,  which  was  circulated  in 
advance  among  those  present  at  the  dinner,  was  taken 
as  read : — 

 — . 

I. 

My  Lord    and    Gentlemen, — 
Since  the  inception  of  this  Circle,        Circle  and  Party 

•    ,  ^  u  i.  Politics. 

sixteen  years  ago,  we  have  strenu- 
ously endeavoured  to  keep  our  deliberations  detached 
from  party  politics.  The  members  of  the  Circle  are 
necessarily  Liberals,  since  they  consist  exclusively  of 
members  of  this  Club;  but  it  does  not  follow  that  they 
cannot  meet  together  for  the  consideration  of  any  other 
questions  than  those  which  are  the  subjects  of  strife 
within  the  party  arena,  and  which  alone  are  considered, 
by  some  people,  to  be  practical  politics.  We  have  striven 
studiously  to  avoid  the  narrow  problems  of  the  hour,  and 
we  have  been  very  pleased  to  invite  to  our  table  those  who 
rank  themselves  politically  apart  from  us,  whether  as 
Conservatives  or  Socialists.  We  have  kept  in  mind  the 
excellent  saying  of  John  Stuart  Mill,  that  he  who  knows 
only  his  own  side  of  a  question  knows  little  of  that. 
When  we  had  under  consideration  "  The  Economics  of 
Military  Preparation,"  we  were  honoured  by  the  presi- 
dency of  the  present  Secretary  of  State  for  War.  When 
Professor  H.  S.  Foxwell,  nine  years  ago,  read  his  very 
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able  paper  on  "  The  Monetary  Situation,"  the  present 

Prime  Minister  would  have  taken  the  Chair  for  us  had  not 

other  engagements  prevented  this,  and  Sir  W.  H.  Houlds- 

worth,  M. P.,  took  his  place.     I  think  we  have  reason  to 

be  proud  of  this,  and  that,  perhaps,  the  most  felicitous 

short  presentment  for  the  case  of  Bimetallism  is  to  be 

found  in  our  transactions — notwithstanding  that  the  vast 

majority  of  our  members  are  Monometallists. 

Ti,^  cs.^oi  n«^o*s^«      The  subject  which  I  have  been 
The  Fiscal  Question.     ij-       fj       rj-  i.u- 
asked  to  mtroduce  for  discussion  this 

evening  is,  unfortunately,  one  of  bitter  political  polemics. 

We  could  not  for  this  reason  refuse  to  discuss  it,  but  we 

may,  at  least,  endeavour  to  throw  on  it  the  cool,  steady, 

light  of  scientific  analysis.    To  a  very  large  extent,  though 

by  no  means  exclusively  so,  the  problem  is  an  economic 

one,  and,  in  so  far  as  it  is,  it  should  be  dealt  with  after  the 

method  of  Smith   and   Ricardo,  of  Mill  and  Cairnes. 

When  we  have  settled  the  economic  issues,  we  can  then 

proceed,  with  some  assurance  of  success,  to  the  ethical 

and  political  ones  ;  but  I  commence  by  postulating  that 

there  shall,  at  the  outset,  be  no    judicious  mixture  "  of 

economic  and  practical  issues.     As  some  of  you  will 

recollect,  I  had,  on  a  former  occasion,  to  insist  on  the 

keeping  of  economic  problems  free  from  entanglement  with 

their  practical  applications.     Thus  only  are  any  exact 

conclusions  possible.      Thus  only  has  economics  any 

pretension  to  rank  as  a  science.    Thus  only  shall  we  get 

from  it  any  clear  guidance  amid  the  storms  of  political 

passion  and  the  false  beacons  of  personal  and  sectional 

interests. 

What  is  it  ?  What  is  the  Fiscal  Question  ?  I 

^      *  think  I  may  say,  in  a  general  way, 

that  it  is  one  which  has  been  raised  by  Mr.  Chamberlain 
and  Mr.  Balfour,  and  that  we  must  seek  its  enunciation  in 
their  utterances.  There  would  have  been  no  such  con- 
troversy now  if  these  gentlemen  had  not  cast  the  gauntlet 
into  the  political  arena  ;  and,  in  my  opinion  at  least,  it 
is  very  doubtful  whether  the  Prime  Minister  would  have 
taken  part  in  this  save  for  the  forcing  of  his  hand  by  his 
more  vehement  colleague.  If,  therefore,  we  want  to 
know  what  the  Fiscal  Question  is,  we  must  go  to  the 
late  Colonial  Secretary  and  the  Premier.  I  shall  do  this, 
and  I  shall  base  what  I  have  to  say  on  their  very  latest 
utterances.  I  shall  not  attempt  to  show  that  these  are 
inconsistent  with  their  previous  ones.  An  argtimentwn 
ad  hominem  may  be  very  telling  in  party  warfare,  but  it 
is  altogether  useless  in   science.     1  shall   restrict  my 
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examination  to  the  proposals  made  in  the  most  recent 
declarations  of  Mr.  Chamberlain  and  Mr,  Balfour.  In 
acting  thus,  I  shall  be  doing  my  best  to  eliminate  all 
personal  questions,  and  to  leave  the  statement  of  the 
problem,  with  the  latest  improvements,  to  its  sponsors. 


II. 

Before,    however,    I   attempt    to  ^         .   r>  •    •  i 
•  ,  .  •       1.1  ^    u    1  Economic  Principles. 

criticise  what  has  come  to  be  known 

as  "Tariff  Reform,"  as  propounded  by  its  two  great 

champions,  I  hope  you  will  excuse  me  if  I  refresh  your 

memory  on  some  of  the  economic  principles  involved. 

And  it  will  not  be  my  fault  if  these  comprise  some  of  the 

most  elementary  propositions  of  the  Science  of  Wealth. 

We  are  passing  through  an  odd  sort  of  crisis.  During 

the  last  few  months,  some  of  us  who  have  devoted  our 

time  to  economic  study  have  been  reading  the  newspapers 

with  the  same  sort  of  feeling  with  which  a  biologist  would 

regard  an  attempt  to  galvanise  into  life  the  effigies  of  the 

megatherium,  the  icthyosaurus,  and  their  contemporaries. 

A  vigorous  attempt  has  been  made  to  resuscitate  the 

principles  of  pre-Adamite  economics ;  and  the  result  has 

clearly  shown  that  any  statesman  who  chooses  to  exploit 

what  still  remains  of  economic  paganism  may  still  reckon 

on  a  large  measure  of  success. 

I  pick  up  the  Times  of  the  day  on  „    .        ^  e  n- 
u  -  u  T  -i.-       /  T  \    Buying  and  Selling. 

which  I  am  writing  (30th  January), 

and  find  that  the  Parliamentary  Secretary  of  the  Board  of 
Trade  has  been  telling  "a  well-attended  meeting  in  the 
Music  Hall,  Edinburgh,"  that  "what  the  Cobdenites  said 
was,  '  Buy  in  the  cheapest  market,  but  sell  in  no  market, 
hardly  even  in  your  own.'  "  Now,  of  course,  there  is  no 
body  of  men  who  say  anything  of  this  kind.  The  state- 
ment is  a  gross  caricature  ;  but  so  pleased  was  the  Times 
with  it  that  it  added  the  comment:  ''To  buy  in  the 
superficially  cheapest  market,  even  though,  as  Mr.  Bonar 
Law  observes,  we  cannot  sell  in  the  dearest  or  in  any 
market  at  all,  is  still  to  Lord  Goschen  the  be-all  and 
end-all  of  national  policy."  Well,  if  it  is,  Lord  Goschen's 
brain  must  have  considerably  softened  since  he  wrote  his 
excellent  book  on  The  Theory  of  the  Foreign  Exchanges  ; 
and  I  have  perceived  no  signs  of  this  in  his  recent 
speeches — quite  the  reverse.  Pray  do  not  suppose  that  I 
desire  to  contest  the  omniscience  of  anonymous  writers  in 
the  Press.  They  know  everything.  But,  on  this  point,  it 
is  probable  that  Lord  Goschen  would  have  something  to 
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say  for  himself ;  and,  if  you  will  excuse  the  presumption, 
I  will  endeavour  to  say  it  for  him. 

c  ^      A  1        4.        In  the  first  place,  he  would  pro- 
Exports  and  Imports.  1   1  1  ,1    .^-r  11  ^  . 

bably  say  that  it  he  has  no  anxiety 

about  our  buying  without  ability  to  sell,  it  is  because  these 
two  operations,  separated  by  the  use  of  money  or  promises 
to  pay  it,  are  not  independent  transactions.    Selling  is 
exchanging  goods  for   money.     Buying  is  exchanging 
money  for  goods.    These  two  proceedings  are  comple- 
mentary to  each  other,  and  are  really  two  stages  of  a 
single  transaction.    The  seller  of  goods  who  exchanges 
them  for  money  has  no  intention  of  allowing  the  matter 
to  rest  there.    He  would  not  accept  money  for  his  goods 
or   services   save   with   the   confidence   that   he  could 
exchange  that  money  again  for  the  goods  or  services  he 
requires.     And  this   is  as  true  of  communities  as  of 
individuals.    If  we  sell  our  products  to  people  outside  of 
the  United  Kingdom,  it  is  in  order  that  we  may  purchase 
from  them.     Our  real  reward  is   to  be  found  in  our 
imports ;  and,  the  larger  they  are,  the  larger  is  that  reward. 
Our  exports  would  be  sheer  waste  apart  from  this  reward. 
If  we  maintained  them  at  their  present  level  and  imported 
no  goods  in  exchange  for  them,  we  would  increase  the 
amount  of  our  money.    The  result  would  be  that  we 
would  have  a  smaller  volume  of  goods — smaller  by  the 
amount  of  the  previous  imports — exchanging  at  higher 
nominal  prices.   This  process  would  soon  come  to  an  end. 
Among  the  goods  the   prices  of  which  had  increased 
would  be  those  exported.    As  the  money  poured  into  the 
country  and  general  prices  increased,  the  external  demand 
for  our  goods  would  fall  off,  till  at  last  it  ceased.  More- 
over, not  only  would  our  exports  come  to  an  end  in  the 
absence  of  imports,  but,  reciprocally,  our  imports — in  so 
far  as  they  are  not  payment  for  services,  interest,  etc. — 
would  come  to  an  end  in  the  absence  of  exports.  Indeed, 
it  is  because  of  this  that  we  have  reason  to  complain  of 
the  obstruction  to   our  export  trade   caused   by  the 
Protective  expedients  of  foreign  countries  and  our  own 
colonies.    The  hindrances  to  our  exports  are  important 
only  because  they  are  hindrances  to  our  imports.  When, 
therefore,  we  are  told  that  we     Cobdenites  "  want  to  buy 
and  not  to  sell,  this  is  a  mere  perversion  of  the  truth — the 
truth  that  we  want  to  sell,  but  to  sell  merely  as  the  first  of 
two  steps  towards  purchase.     Many  of  our  opponents, 
on  the  other   hand,  are   labouring  under  the  delusion 
that  they  can  combine  the  maximum  of  sale  with  the 
minimum  ol  piuchase,  and  that  it  is  desirable  to  do  this. 
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I  hope  you  will  agfree  with  me  that     „         .  , 
1    ,  ■    .  u  u  Economic  Laws. 

what  1  nave  just  been  saying  has  no 

special  application  to  the  circumstances  of  the  United 
Kingdom  in  the  middle  of  the  nineteenth  century.  If  we 
might  believe  some  of  the  polite  literature  of  our  day,  the 
economic  laws  on  international  trade  formulated  by  Adam 
Smith  and  Ricardo  have  now  become  "ancient  shibbo- 
leths," which  are  mouthed  only  by  "dervishes,"  We 
might  as  well  proclaim  the  law  of  projectiles  obsolete 
because  of  the  changes  introduced  in  our  firearms  during 
the  last  half  century.  An  economic  law  may  cease  to  be 
applicable,  because  the  circumstances  to  which  it  relates 
no  longer  exist ;  but,  if  it  is  really  an  economic  law,  it 
must  be  applicable  whenever  the  relevant  circumstances 
obtain,  and  it  can  never  cease  to  be  true.  There  is,  however, 
one  caution  which  I  feel  bound  to  give  you.  Economic 
laws,  like  scientific  laws  generally,  are  statements  in  the 
indicative  mood,  not  in  the  imperative.  They  are  not 
maxims  of  conduct,  but  general  statements  of  fact  or 
tendency.  If  this  were  not  so,  economics  would  not  be 
science  at  all.  No  economist,  qua  economist,  is  entitled  to 
lay  down  the  law  in  the  realms  of  practice.  All  that  he 
can  do  is  to  furnish  more  or  less  of  the  data  on  which 
rational  and  just  conduct  should  be  based. 

There  is  one  further  caution  I  have 
to  give  you — a  caution  which  you    Economic  Causes 

•  11  111  •  1  and  t^TTecis. 
will  probably  consider  quite  super- 
fluous, so  obvious  is  its  truth,  but  which  is  generally 
recognised  only  to  be  ignored  immediately  afterwards. 
x\mong  the  causes  which  produce  economic  effects,  the 
motives  or  intentions  of  statesmen  do  not  reckon.  The 
aim  or  promise  of  a  legislator  is  one  thing ;  the  result 
attained  is  in  no  way  affected  by  that  aim  or  promise,  and 
may  be  widely  different  from  it.  The  field  of  economic 
history  is  strewn  with  the  wrecks  and  ruins  of  measures 
which  produced  effects  quite  different  from  those  announced 
beforehand  by  their  projectors.  But  persons  who  have  no 
knowledge  of  economics,  who  constitute  the  vast  majority 
of  mankind,  are  in  the  habit  of  accepting  prophecy  in  the 
place  of  proof. 

And  not  only  do  they  make  this  ^  r»  ^ 

•  ,  1       ^1     -^,1        J  ,    ,  •      Disease  and  Remedy. 

mistake.    They  take  a  demonstration 

of  disease,  or  what  they  suppose  to  be  a  demonstration, 
as  an  argument  for  the  adoption  of  an  alleged  remedy. 
During  the  agitation  of  the  last  few  months,  the  Pro- 
tectionists have  endeavoured  to  prove  that,  in  some 
respects,  our  prosperity  is  falling  off,  or  tending  to  fall  off. 
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Free  Traders  have  most  unwisely  accepted  the  burden 
of  disproving  these  allegations,  and,  in  reply  to  the  state- 
ment that  our  exports  consist  largely  of  coal,  which  is  a 
national  asset,  a  Liberal  paper  has  had  the  unwisdom  to 
assert  that  our  best  policy  is  to  get  our  coal  out,  and  sell 
it,  as  rapidly  as  possible.  Now,  I  protest  against  this 
being  considered  any  part  of  the  argument  against  Pro- 
tection. We  have  not  to  prove  that  the  country  is 
unprecedentedly  prosperous,  that  its  prosperity  will  last 
for  ever,  and  that  these  little  islands  will,  or  can,  maintain 
to  the  end  of  time  their  place  at  the  head  of  the  industrial 
world.  Most  of  the  issues  which  have  been  debated 
recently  are  irrelevant  to  the  assault  on  Free  Trade.  The 
question  is  not  whether  we  are  well  off  or  badly  off ;  not 
-whether  the  tendency  is  to  a  decrease  in  our  external 
trade  or  the  reverse ;  but  whether  Protection  will  help  us. 
If  it  will,  let  us  have  it  whatever  may  be  our  present 
*  condition  or  prospects.  If  it  will  not,  no  gloomy  vaticina- 
tions, however  well  supported,  ought  to  influence  us  in  its 
favour.  If  I  had  met  John  Bright's  vendor  of  earthquake 
pills,  I  might  have  been  obliged  to  allow  the  accuracy 
with  which  he  pictured  the  horrors  of  the  earthquake ; 
but  I  would  certainly  not  have  bought  his  pills. 

The  question,  therefore,  so  far  as 
Influence  of  |g       economic  one,  resolves  itself 

Protection.  •      \Tru  ^  •  • 

into  this — What  is  the  economic  in- 
fluence of  Protection  ?  I  will  essay  to  answer  this  question 
as  tersely  as  I  can.  Without  division  of  labour  we  could 
not  rise  above  the  savage  state.  But  ability  to  exchange 
our  own  products  or  services  for  the  products  of  the 
labours  of  others  is  a  condition  of  this  devotion  of  each 
of  us  to  a  special  task  instead  of  the  direct  endeavour 
of  each  to  satisfy  his  own  wants.  By  this  specialisation 
of  industry,  the  special  aptitudes  of  persons  and  localities 
are  utilised,  and  the  products  of  labour  are  enormously 
increased.  This  constitutes  economic  gain.  Labour  and 
waiting  are  the  cost  to  us  of  all  things.  They  are  applied 
to  the  greatest  advantage  economically  when  we  obtain, 
by  the  expenditure  of  a  given  amount  of  them,  the  largest 
amount  of  produce.  Now,  any  obstacle  put  in  the  way 
of  exchange  limits  the  division  of  labour,  and  thus  lessens 
its  reward.  The  goods  are  produced  under  less  advan- 
tageous conditions.  In  the  absence  of  hindrances  to  free 
cxchn.iige,  the  ])r()(hictive  forces  of  the  world  tend  so  to 
arrange  themselves  as  to  give  the  largest  results  in  the 
shape  of  wealth.  This  tendency  will  never  be  fully 
realised,  because  we  care  for  many  other  things  besides 
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wealth.  But  that  is  not  the  question.  The  material 
point  is  that  any  barrier  to  the  free  exchange  of  com- 
modities tends  to  a  disadvantageous  rearrangement  of  the 
factors  of  production,  and  thus  lessens  the  reward  of 
labour  and  waiting.  A  Protective  tariff  is  one  which 
tends  to  bring  about  this  rearrangement,  commonly  by 
the  production  of  goods  within  the  country,  which,  in  the 
absence  of  such  tariff,  would  be  imported  from  abroad. 

It  is  true  that,  in  a  sense,  this  p  .  . 
gives  more  employment ;  and  if  mere  ^ 
employment — mere  labour  apart  from  remuneration — is 
what  you  want,  a  Protective  tariff  is  nearly  as  good  as  a 
treadmill  as  a  way  of  getting  it.  "Tariff  Reform,"  as  a 
means  of  increasing  employment,  is  merely  the  national 
application  of  the  expedient,  attributed  to  trades  unions, 
of  "making  work."  But  none  of  us  wants  work,  except 
a  few  rich  people  ;  and  it  is  not  they  who  are  usually 
called  "the  unemployed."  Work  is  cost,  not  reward. 
As  Archbishop  Whately  said,  when  labourers  cry  out 
for  work,  it  is  wages  they  really  want.  We  might 
grow  oranges  here  in  hothouses,  instead  of  importing 
them  from  Spain  and  other  places  in  which  the  sun  is 
more  g^enerous  than  he  is  to  us.  The  "employment" 
needed  for  producing  our  present  supply  of  oranges  would 
thus  be  enormously  augmented.  But  the  result  would  be 
a  waste  of  our  efforts,  and  a  consequent  lessening  of  their 
reward.  There  is  no  need  to  create  fruitless  tasks  in 
order  to  find  occupation  for  efficient  workers.  If  some  of 
our  people,  like  those  of  Protectionist  countries,  cannot 
obtain  remunerative  employment,  this  is  not  because 
there  is  not  work  which  might  usefully  be  done.  There 
is  no  lack  of  that.  The  reasons  must  be  sought  in  other 
directions  than  that  of  foreign  competition. 

There  is  one  more  point,  of  first- 
rate  importance,  to  which  I  have  to    com^'araUve  ^ost 
ask  your  attention,  before  proceeding  pa  a  v 

to  the  final  portion  of  my  subject.  It  is  commonly 
assumed  that  trade  is  advantageous  between  two  countries 
only  when  each  has  an  advantage  over  the  other  in  the 
production  of  at  least  one  commodity — that,  when  one  of 
the  countries  has  an  all-round  advantage  over  the  other, 
it  cannot  benefit  itself  by  importation  from  that  other, 
This  is  a  mistake,  as  Ricardo  pointed  out.  I  cannot  here 
give  a  full  exposition  of  this  Law  of  Comparative  Cost. 
I  am  to  deliver  two  lectures  on  the  subject  at  this  Club 
on  the  gth  and  i6th  of  next  month.  But  I  can  give  one 
or  two  illustrations  of  the  law,  and  point  out  some  of  its 
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consequences.  If  I  were  trading  with  you,  and  I  could 
produce  one  article  only  at  less  cost  than  any  of  you,  I 
should  restrict  myself  to  the  making  of  that  article  and  buy 
all  others  from  you,  if  the  demand  for  my  one  article  would 
enable  me  to  do  this.  But  suppose  I  could  make  two 
articles  at  less  cost  than  you,  would  I  make  both  of  them, 
and  with  them  purchase  all  other  things  from  you  ? 
"Surely  yes,"  says  Common  Sense  ;  "you  would  not  buy 
the  second  article  from  them  when  you  could  make  it 
cheaper  youself."  Now  this  is  a  mistake.  If  my  pro- 
portionate advantage  over  you  were  the  same  in  both 
articles,  or  if  the  demand  for  the  one  of  the  articles  in 
which  I  have  the  greater  advantage  were  insufficient,  then 
indeed  I  might  make  both.  But  if  I  had  a  greater 
superiority  in  the  one  article  than  in  the  other,  and  the 
demand  for  this  were  sufficient  fully  to  occupy  me,  then  I 
should  find  my  greater  benefit  in  devoting  myself  to  the 
production  of  that  alone,  and  in  buying  the  other  from 
you,  even  though  I  could  produce  it  at  lesser  cost  myself. 

*  o    K  ^  An  American  economist,  Mr.  Bowen, 

gives  an  mstance  oi  this,  which  is 
thus  referred  to  in  Cairnes's  Some  Leading  Principles  of  Political 
Economy  : — "  It  occurs  in  the  case  of  the  trade  between  the 
State  of  New  York  and  some  adjoining  districts  and  the 
Island  of  Barbadoes.  The  trade  consists  chiefly  of  an 
exchange  of  breadstuffs  and  meat  on  the  side  of  the  former 
country  against  various  kind  of  tropical  produce  furnished 
by  the  latter.  As  will  be  readily  understood,  Barbadoes 
has  an  immense  advantage  over  the  State  of  New  York 
in  the  raising  of  tropical  products,  such  as  sugar,  coffee, 
spices,  etc. ;  but  Mr.  Bowen  informs  us  that  it  has  also  a 
decided  advantage  over  the  same  region  in  the  production 
of  food — that  a  given  exertion  of  industry  employed  for  a 
given  time  in  raising  food  in  Barbadoes  would  be  attended 
with  a  larger  result  than  the  same  exertion  employed  for 
the  same  time  in  the  United  States.  The  advantage, 
therefore,  in  respect  to  both  the  staples  of  trade  is  on  the 
side  of  Barbadoes.  .  .  .  The  explanation,  of  course, 
lies  ...  in  the  law  of  comparative  cost.  Barbadoes 
and  the  United  States  find  their  account  in  developing 
those  of  their  resources  in  which  either  possesses  the 
greatest  comparative  superiority,  or  the  least  comparative 
inferi()rity,  in  respect  of  the  other,  employing  the  products 
thus  obtained  as  the  means  of  supplying  themselves, 
through  trade,  with  others  in  the  production  of  which  the 
nclvantage  of  cither  is  relatively  less  pronounced,  or  its 
disadvantage  greater," 
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This  law  is  fundamental  in  the 
theory  of  external  trade.    Its  conse-     Consequences  of 

Ti-u     i.       ^  •         4.  this  Law. 

quences  are  oi  the  utmost  importance. 

A  couple  of  these  I  may  note  here.  A  low  general 
remuneration  of  labour  is  of  no  advantage  to  a  nation  in 
international  trade,  and  a  high  general  remuneration  no 
disadvantage.  A  general  rise  in  real  wages  in  Great 
Britain  would  place  no  obstacle  in  the  way  of  our  foreign 
trade.  This  may  be  a  hard  doctrine  to  you,  mainly 
because  of  the  habit  of  thinking  exclusively  in  terms  of 
money  ;  but  there  can  be  no  doubt  about  it.  Again,  the 
loss  of  a  trade  is  no  necessary  sign  of  economic  loss  or 
decadence.  On  the  contrary,  it  may  be  an  incident  of 
progress.  If  we  have  lost  the  trade  in  pearl  buttons,  we 
must  not  infer  that  this  shows  that  others  can  make  them 
cheaper  than  we.  It  may  be,  and  probably  is,  that  we 
have  so  increased  our  advantage  in  other  manufactures 
that  we  find  it  to  our  advantage  to  buy  our  pearl  buttons 
with  them.  In  the  light  of  the  law  of  comparative  cost, 
the  decadence  of  any  particular  trade  loses  its  evil  signi- 
ficance for  the  country  at  large,  however  inconvenient  to 
those  engaged  in  it.  We  must  view  the  industry  of  the 
nation  as  a  whole ;  and  if  that  is  satisfactory,  we  should 
be  contented,  in  so  far  as  the  economic  view  alone  can 
make  us  so. 


III. 


Now  let  us  take  into  consideration 
the  arguments  and  proposals  of  Mr.  Balfour's 
Balfour  and  Mr.  Chamberlain,  which  agnos  s. 

constitute  what  is  called  "The  Fiscal  Question."  I  never 
approach  anything  written  or  spoken  by  Mr.  Balfour 
without  great  pleasure,  and  I  confess  I  chuckled  over 
the  issue  of  his  pamphlet :  "Insular  Free  Trade."  I  had 
been  reading  in  the  Press,  day  after  day,  denunciations  of 
abstract  reasoning  in  economics.  A  perfect  paradise  of 
question-begging  was  being  created.  Statistics  were  being 
piled  up,  "the  documentary  flood"  was  rising,  theory 
and  deductive  argument  were  being  treated  with  derision, 
when  all  at  once  the  Prime  Minister  published  one  of  the 
most  abstract  pieces  of  economic  argument  produced  in 
our  generation.  For  that  I,  for  one,  am  very  grateful. 
But  what  does  Mr.  Balfour's  argument  amount  to  ?  He 
reminds  us — and  there  are  some  who  need  the  reminder — 
that  whether  we  have  Free  Trade  or  not  does  not  depend 
on  ourselves  alone.     To  the  exchange  of  our  exports 
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for  our  imports,  other  nations,  he  urges,  may,  and  do, 
interpose  obstacles,  though  we  do  not.  He  draws  atten- 
tion to  the  high  tariff  walls  erected  against  our  products. 
He  admits  that :  "  Judged  by  all  available  tests,  both  the 
total  wealth  and  the  diffused  well-being  of  the  country 
are  greater  than  they  have  ever  been.  We  are  not  only 
rich  and  prosperous  in  appearance,  but  also,  I  believe,  in 
reality.  I  can  find  no  evidence  that  we  are  'living  on 
our  capital,'  though  in  some  respects  we  may  be  investmg 
it  badly."  But  he  adds  :  *'The  point  to  which  I  desire  to 
direct  attention  is  a  different  one.  I  ask  the  optimists  to 
study  tendencies — the  dynamics  not  the  statics  of  trade 
and  manufactures.  The  ocean  we  are  navigating  is 
smooth  enough,  but  where  are  we  being  driven  by  its 
tides  ?  Does  either  theory  or  experience  provide  any 
consolatory  answer  to  this  question  ?  Consider  some  of 
the  points  on  which  I  have  commented  in  these  notes  : 
the  injury  which  foreign  Protection  is  calculated  to  inflict 
on  a  Free  Trade  country;  its  need  for  open  markets  ;  the 
threatened  contraction  of  existing  free  trade  areas  ;  the 
increasing  severity  of  tariffs  in  Protectionist  areas  ;  the 
building  up  of  vested  protected  interests  in  new  countries, 
which  may  be  discouraged  now,  but  not  hereafter ;  the 
effect  of  this  Protection  on  our  future  corn  supply ;  the 
uncertainty  and  loss  which  tariff-protected  trusts  are 
inflicting,  and  may  hereafter  inflict,  upon  British  capital 
invested  in  Britain." 

His  Pro  osals  Well,  I  am   not  an  optimist.  I 

s  roposa  s.  admit  that  Mr.  Balfour's  diagnosis  is 
fairly  accurate,  though  perhaps  not  complete.  It  is  his 
therapeutics,  not  his  pathology,  with  which  I  find  fault. 
The  picture  of  the  coming  economic  earthquake  is  ably 
drawn  ;  but  I  gravely  doubt  the  efficacy  of  the  pills. 
Indeed,  some  of  them,  and  those  without  which  the 
physician  admits  that  no  remedy  can  be  attempted — the 
bread  pills  —  the  patient  will  not  swallow.  And  Mr. 
Balfour  does  not  claim,  even  for  these,  that  they  would 
work  a  cure.  He  offers  them  very  gingerly  as  a  mere 
palliative ;  and  it  appears  to  me  that,  under  these  cir- 
cumstances, we  are  bound  to  ask  ourselves  most  seriously 
what  this  ''palliative"  will  effect  and  what  it  will  cost. 

P  .  Now  the  one  thing  which  is  practi- 

cally certain  about  it  is  its  liability 
to  increase  the  very  evil  which  it  is  intcndeJ  to  lessen.  His 
suggestion  is  that  we  should  threaten  Protection  against 
foreign  ( onnli  ic  s  which  interpose  Protective  hindrances  to 
the  imi^ortalioii  of  our  goods.    Now,  if  this  threat  resulted 
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in  the  walls  of  Protection  going  down  like  those  of 
Jericho,  it  would  be  justified  on  Free  Trade  grounds. 
The  practical  outcome  of  the  theory  of  international  trade 
is  not,  in  my  opinion  one  of  unconditional  passivity.  If 
there  were  any  expedient  by  the  adoption  of  which  we 
could  induce  the  Protectionist  nations,  including  some  of 
our  own  Colonies,  to  give  up  their  wasteful  and  mis- 
chievous attempts  to  grasp  at  a  larger  share  of  wealth  for 
themselves  by  diverting  the  free  flow  of  human  effort  in 
the  most  fertile  channels — if  there  were  any  such  expedient 
which  would  not  produce  at  least  as  much  of  evil  as  it 
averted,  no  one  would  be  more  ready  than  I  to  use  it. 
But  Retaliation  against  Protective  duties  raised  against 
our  exports,  by  raising  a  like  Protective  barrier  against 
our  imports,  is  a  suicidal  absurdity  which  was  exposed  by 
John  Lewis  Ricardo  and  Viscount  Howick  sixty  years 
ago.  Mr.  Gladstone  was  put  up  to  reply  to  Mr.  Ricardo  ; 
and  if  anybody  wishes  to  learn  how  little  can  be  said  for 
Retaliation,  he  should  read  this  interesting  debate*. 
Many  years  afterwards  Viscount  Howick  (then  Earl  Grey) 
wrote  to  the  American  General  Trumbull : — "  After  the 
debate  I  have  referred  to,  Sir  Robert  Peel  never  renewed 
the  attempts  he  had  previously  made  to  obtain  conces- 
sions for  our  merchants  from  foreign  powers  by  negotia- 
tion ;  and  all  his  subsequent  reductions  of  the  duties  on 
imports  were  made  without  the  slightest  reference  to 
whether  the  nations  from  which  they  came  did  or  did  not 
admit  British  goods  on  reasonable  terms.  In  1846,  he 
emphatically  insisted  on  that  being  our  right  policy." 

If  the  imposition  of  a  Retaliatory  Results 
import  duty  were  to  succeed  in  ^ 
inducing  the  country  against  which  it  was  used  to  discard 
or  make  a  considerable  reduction  in  its  tariff  obstructions 
raised  against  us,  it  would,  as  I  have  said,  be  justified  on 
Free  Trade  ground  ;  but  nothing  can  be  more  certain  that 
this  is  not  what  Mr.  Balfour's  friends  and  supporters 
want  ?  We  would  largely  increase  our  exports,  and 
would  receive,  for  the  most  part,  agricultural  pro- 
duce in  return.  Our  industry  would  differentiate  still 
further  in  a  manufacturing  direction.  The  margin  of 
cultivation  would  rise.  Agriculture  would  be  more  than 
ever  "depressed."  Are  we  to  beheve  that  these  are  the 
results  that  Mr.  Chaplin  and  Sir  Howard  Vincent  are 
working  for.  Is  it  to  this  end  that  Mr.  Balfour  is  askmg 
for  the  support  of  the  county  constituencies  ?     If  he  is 


*  Hansard,  3rd  Series,  Vol.  73,  pp.  1270-1303. 
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being  supported  by  the  "agricultural  interest,"  it  can  only 
be  because  they  feel  convinced  that  Retaliation  will 
fail,  that  the  Retaliatory  duties  will  be  maintained,  and 
that  the  net  result  will  be  a  Protective  barrier,  which 
will  enable  them  to  get  higher  prices  and  higher  rents 
at  the  cost  of  the  rest  of  the  community. 

There  is  one  further  point  which  it 
Influence  of  Excess  of  well  to  consider  here.  That  the 
Imports  over  Exports,  r  ■,      i     •  i        .     .  •     -  rr 

foreign  and  colonial  Protective  tarins 

do  us  much  injury,  in  raising  the  cost  of  our  imports, 
there  can  be  no  doubt ;  but  it  is  questionable  w^hether 
this  is  not  counterbalanced  by  the  influence  of  the  large 
payments  for  services  and  interest  which  constitute  the  bulk 
of  the  excess  of  our  imports  over  exports.  A  market  has  to 
be  found  here  for  the  goods  through  which  these  payments 
are  made,  before  a  single  penny  is  paid  for  our  exports ; 
and  this  cannot  fail  to  have  a  large  effect  on  the  values  of 
our  imports  in  the  opposite  direction  to  that  of  Protective 
tariffs  in  other  countries. 

If  I  am  puzzled  by  Mr.  Balfour's 
^'**  Pro^  osals^'"'^  profession  of  the  Free  Trade  faith, 
still  more  so  am  I  by  that  of  Mr. 
Chamberlain.  In  his  speech  at  West  Birmingham,  on 
15th  May,  1903,  he  said :  "  We  are  all  Free  Traders. "  When 
this  was  met  by  cries  of  ''No,  no,"  he  added  :  "  Well,  I  am 
.  .  .  I  am  perfectly  certain  I  am  not  a  Protectionist." 
And  still  he  proposes  a  system  of  preferential  duties  w^ith 
the  C  olonies,  and  to  shift  the  duties  on  tea  and  sugar  to 
corn  and  meat.  If  this  is  not  Protection  then  nothing 
is.  The  best  interpretation  I  can  put  on  his  words  is 
that  he  is  not  aiming  at  Protection  for  itself,  but  at 
something  else  through  it.  This  is,  I  am  inclined  to 
think,  true  enough.  The  fact  is  that  the  so-called 
Fiscal  Question  is  not  a  fiscal  question  at  all,  but  a 
Colonial  Question.  It  is  the  relations  between  this  country 
and  its  Colonies  which  both  Mr.  Balfour  and  Mr.  Cham- 
berlain have  in  mind.  In  his  speech  at  Sheffield,  Mr. 
Balfour  spoke  of  "our  own  Colonies,  our  own  flesh  and 
blood,  the  very  sinews  of  the  Empire  that  is  to  be,  building 
up  one  vested  interest  after  another,  by  a  system  of 
Protection  which,  when  it  reaches  its  logical  conclusion, 
will  make  it  as  hard  for  us,  their  mother  country, 
pledged  to  defend  them,  bound  to  them  by  every  tie  of 
affection  and  regard — will  make  it  as  hard  for  us  to  ex- 
port the  results  of  our  industry,  our  enterprise,  and 
our  capital  to  them  as  we  now  find  it  to  export  those 
results  to  America,  or  to  other  Protective  countries." 


13 


Similar  passages  are  to  be  found  in  Mr.  Chamberlain's 
speeches.  Especially  noteworthy  is  the  phrase  :  The 
Empire  that  is  to  be."  Mr.  Chamberlain  has  repeatedly 
sounded  the  same  note.  At  the  meeting  in  West 
Birmingham,  on  the  30th  ult,  he  said:  "The  British 
Empire  !  It  is  a  great  ideal.  We  speak  of  it  some- 
times as  if  it  had  been  already  accomplished ;  we 
know  that  it  is  only  beginning  ;  we  know  that  upon  us 
depends  the  confirmation,  the  justification  of  all  the 
sacrifices  which  have  been  made  by  all  the  generations 
that  have  preceded  us.  It  is  one  thing  to  talk  of  a  great 
expanse  of  territory,  a  great  population.  All  that  is 
enough  to  stir  the  blood,  is  enough  to  induce  further  and 
greater  exertions ;  but  it  is  not  an  accomplished  fact,  it  is 
not  that  organised  union  which  alone  in  future  will  enable 
this  country  and  its  children,  wherever  they  may  be 
resident,  to  hold  their  own  in  the  clash  of  empires."  So 
both  Mr.  Balfour  and  Mr.  Chamberlain  regard  the  British 
Empire  as  something  which  has  yet  to  be  called  into 
existence,  and  preach  what  I  cannot  but  regard  as  Pro- 
tection as  a  means  to  that  end. 

.u"^  R^'f  S         ago  when  I  attended  Q„^,ti„„. 

the  British  Asssociation  meeting  at 

Cardiff,  I  heard  Professor  Cunningham  contrast  "the 
attitude  which  is  now  taken  by  the  mother  country 
towards  the  Colonies  with  that  which  was  constantly 
assumed  during  the  eighteenth  century.  The  right  of  the 
Crown  to  tax  the  Colonies  was  frequently  questioned  or 
resisted,  but  the  right  to  regulate  the  development  of  the 
colony  in  the  interest  of  the  mother  country  may  be  said 
to  have  passed  unchallenged  till  the  very  eve  of  the  War 
of  Independence.  In  the  present  day,  however,  we  are 
inclined  to  blame  a  government  which  does  not  administer 
its  colonial  affairs  solely  in  the  interest  of  the  colony  itself 
and  its  inhabitants,  without  attempting  to  render  it 
economically  subservient  to  the  mother  country  any 
farther  than  purely  colonial  considerations  seem  to 
demand.  Our  Colonies  give  us  prestige  and  importance 
in  all  parts  of  the  globe,  they  form  a  ring  of  settlements 
that  are  EngUsh  in  language  and  habits  and  customs,  but 
are  not  directly  subservient  to  our  national  economic 
interests,  for  they  may  encourage  the  commerce  of  foreign 
countries  and  they  may  come  to  be  our  rivals  in  neutral 
markets."  This  is  the  truth.  We  have  tried  everything 
except  justice — "justice,  the  rarest  of  all  virtues,  the 
most  precious,  the  least  valued,"  as  Gladstone  said. 
We  commenced  by  exploiting  the  Colonies  in  our  own 
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interest;  we  have  receded  from  that  position  only  to 
allow  injustice  to  grow  up  on  the  other  side ;  and  now 
we  are  asked  to  allow  ourselves  to  be  exploited  in  order  to 
make  the  union  with  those  colonies  a  reality.  This  is 
"the  Fiscal  Question." 

Conclusion  ^  have  now  said  sufficient  for  the 

purpose  of  opening  this  debate.  The 
issue  before  the  country  seems  to  me  to  be  this  : — Shall 
we  cripple  our  own  industry,  perhaps  fatally,  in  an  absurd 
endeavour  to  bribe  the  Colonies  into  allegiance  ?  or  shall 
we  make  a  frank  appeal  to  them  on  the  lines  of  equity, 
patriotism,  and  community  of  origin,  history,  and  interest? 
These  appear  to  me  to  be  the  dividing  lines  between  the 
poHcy  which  Mr.  Chamberlain  and  Mr.  Balfour  are  asking 
the  country  to  adopt  and  that  which  I  would  call  Liberal. 


At  the  close  of  the  dinner,  the  Chairman  called  upon 
Mr.  Levy  to  say  a  few  words  to  open  the  debate. 

Mr.  Levy  :  I  am  glad  of  the  opportunity  to  say  a  few 
words  preliminary  to  the  opening  of  this  discussion,  as 
since  I  wrote  the  paper,  a  copy  of  which  has  been  sent  to 
each  of  you,  the  fiscal  kaleidoscope  has  received  one  more 
turn,  and  it  is  possible  that  some  of  you  have  been  led 
to  think  that,  at  last,  the  Government  has  come  down 
on  the  Free  Trade  side  of  the  fence.  In  the  House  of 
Commons,  on  Monday  night,  the  President  of  the  Board 
of  Trade,  brother  of  the  Prime  Minister,  said  :  "  We  have 
been  challenged  to-night  to  say  whether  the  policy  of  the 
Government  is  Protectionist  or  not  Protectionist.  I  have 
already  stated,  I  hope  in  clear  language,  that  the  policy 
of  the  Government  is  not  Protectionist.  If  I  am  asked, 
not  as  a  member  of  the  Government  but  as  an  individual 
(Opposition  laughter) — the  expression  is  legitimate  and 
distinct — what  my  own  view  of  Protection  is,  I  am  per- 
fectly willing  to  state  it.  I  do  not  think  that  Protection 
is  a  wise  policy  for  this  country  to  adopt.  (Loud  Opposi- 
tion cheers.)  I  do  not  wish  to  make  any  absolute 
statement  of  faith  with  regard  to  Protection  in  other 
countries.  The  effect  of  Protection  is,  practically,  to 
impose  a  tax  on  the  consumer  for  the  benefit  of  the 
producer.  (Renewed  Opposition  cheers.)  But  if  the  pro- 
ceeds of  the  tax,  or  part  of  the  proceeds  of  the  tax,  are 
employed,  as  may  easily  happen,  to  further  the  develop- 
ment of  industrial  enterprise,  it  is  possible — I  believe  m 
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some  it  is  actually  the  case — that  a  policy  of  Protection 
stimulates  industrial  development.  I  think  Protection 
has  stimulated  industrial  development  in  Germany  and 
also  in  the  United  States.  Therefore  I  should  be  extremely 
reluctant  to  say  that  either  Germany  or  the  United  States 
had  adopted  a  policy  which  was  wrong  for  itself.  On  the 
contrary,  I  think  it  was  right  for  Germany  and  the  United 
States.  But  for  our  country — which  had  such  an  immense 
start  over  all  others,  which  was  a  highly-developed  manu- 
facturing country  at  a  time  when  such  a  description  could 
not  be  applied  to  any  other  country — Protection  for  such 
a  country  is,  I  believe,  a  bad  policy,  and  I  should  be  sorry 
to  see  a  return  to  it  now.  (Opposition  cheers.)  I  am 
quite  ready  to  go  so  far  as  this — that  if  it  w^as  a  choice 
between  Protection  as  we  know  it  in  Germany  and 
America  and  other  countries  and  the  existing  system,  I 
should  be  on  the  side  of  free  imports.  (Opposition 
cheers.)  " 

Now,  it  is  astounding  to  say  that  this  passage,  which  I 
have  quoted  from  the  Times'  report,  and  which  might  have 
been  written  by  List,  seems  to  have  been  mistaken  by 
the  Liberals  for  a  declaration  in  favour  of  Free  Trade.  It 
was  just  the  reverse.  The  exceptions  to  a  general  Protec- 
tionist faith  in  favour  of — or,  rather,  against — this  country 
mean  little  or  nothing.  Mr.  Gerald  Balfour  went  on  to 
proclaim  himself  "  a  warm  advocate  of  preferential 
arrangements,"  so  that  you  will  see  that,  when  he  said  : 
"I  do  not  think  that  Protection  is  a  wise  policy  for  this 
country  to  adopt,"  he  had  in  his  mind  a  definition  of 
"Protection"  which  would  exclude  preferential  duties; 
and  this  reduces  the  seeming  denunciation  of  Protection — 
for  Great  Britain — to  one  of  the  most  vacuous  of  verbal 
propositions. 

Let  me  now  take  you  a  step  further.  Not  only  is  the 
President  of  the  Board  of  Trade — not  only  is  the  Ministry 
— in  favour  of  "preferential  arrangements,"  while  paying 
a  tribute  of  words  to  Free  Trade,  but  it  has  already,  and 
without  consulting  the  country,  commenced  to  carry  out 
this  scheme.  You  will  all  recollect  the  Sugar  Convention ; 
but  I  venture  to  say  very  few  of  you  realise  what  was 
actually  done.  Liberals  unfortunately  took  up  a  position 
of  antagonism  to  countervailing  duties  against  export 
bounties  ;  and,  accordingly,  when  the  real  stress  came, 
they  were  impotent,  or  nearly  so.  A  countervailing 
duty  is  a  legitimate  set-off  to  an  export  bounty,  because 
the  one  nullifies  the  other.  An  export  bounty  is  a  mimes 
obstruction.  An  import  duty  is  a  plus  obstruction.  When 
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the  two  are  of  like  amounts  their  sum  is  nil;  and,  as  Free- 
Traders  hold  that,  when  the  interference  of  Government, 
with  the  exchange  of  the  products  of  various  peoples  and 
climes,  is  at  that  amount,  the  productive  forces  of  the 
world  tend  so  to  distribute  themselves  as  to  yield  the 
richest  reward  to  human  effort,  they  are  logically  bound — 
it  appears  to  me — to  accept  countervailing  duties  in  prin- 
ciple. But  what  did  the  Government  do  ?  Instead  of 
carrying  out  this  principle,  they  set  up  a  preference,  in 
the  matter  of  bounties  on  exports,  in  favour  of  our  self- 
governing  Colonies.  In  the  debate  on  the  Sugar  Con- 
vention Bill  on  the  5th  of  August  last,  Mr.  Lough  moved 
an  amendment  with  the  object  of  making  the  prohibition 
of  bounty-fed  sugar  apply  generally,  instead  of  to  foreign 
countries  only.  Mr.  Gerald  Balfour  replied  that  "  His 
Majesty's  Minister  was  instructed  to  declare  at  the  time  of 
ratification  that  'it  is  necessary  to  place  on  record  that 
the  Government  of  His  Britannic  Majesty  will  not  consent 
under  any  circumstances  to  be  bound  to  penalise  bounty- 
fed  sugar  imported  into  the  United  Kingdom  from  any  of 
the  self-governing  British  Colonies,'  and  that  the  British 
Government  were  not  prepared  to  accept  any  reference  of 
this  question  to  the  permanent  Commission  to  be  estab- 
lished under  Article  VIL,  and  that  His  Majesty's  ratifica- 
tion of  the  convention  was  deposited  under  that  explicit 
declaration.  With  the  words  of  that  declaration  before 
the  Committee,  the  hon.  Member  had  chosen  to  assume 
that  the  Government  would  accept  an  amendment  directly 
in  contradiction  of  the  special  instructions  given  to  His 
Majesty's  Minister  in  Brussels.  Of  course,  they  could  do 
no  such  thing.  All  the  Powers  understood  that  this 
declaration  would  be  made  a  condition  of  ratification  by 
His  Majesty's  Government,  and  therefore  it  was  impossible 
to  contend  that  there  was  any  sort  of  breach  of  faith.  It 
was  quite  true  that  Germany  and  Austria  reserved  liberty 
of  action  in  view  of  that  declaration,  but  every  other  Power 
ratified  unconditionally." 

Now,  the  more  I  have  thought  of  this,  the  more 
astonished  have  I  been  that  a  man  of  the  high  character 
and  attainments  and  intellectual  acuteness  of  the  Presi- 
dent of  the  Board  of  Trade  should  have  resorted  to  so 
obvious  a  quibble.  That  our  Government  should  decline 
to  be  bound,  by  contract  with  foreign  powers,  to  act  in  a 
particular  way  to  our  own  Colonies,  is  natural  enough. 
But  that  they  should  endeavour  to  confuse  this  issue  with 
that  before  Parliament,  namely,  that  Parliament  itself 
should  treat  all  export  bounties  alike,  is  so  extraordinary  a 
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ruse  that  I  feel  some  difficulty  in  characterising  it  within 
the  limits  of  "  parliamentary "  language.  What  is  the 
result  of  the  Sugar  Convention  Act  ?  We  have  Colonial 
Preference  set  up  in  its  worst  form — a  privilege  con- 
ferred on  the  self-governing  Colonies  to  resort  to  export 
bounties,  not  only  against  foreign  countries,  but  against 
ourselves,  against  one  another,  against  the  Crown 
Colonies. 

We  have  only  to  suppose  Retaliatory  duties  set  up  in 
the  same  way,  and  Protection  in  its  worst  form,  including 
"preferential  arrangements"  in  favour  of  the  Colonies, 
will  have  been  established.  As  I  have  said  in  my  paper, 
the  Fiscal  Question  is — in  its  origin  and  motive — really  a 
Colonial  one.  There  is  no  difference,  save  in  point  of 
courage  and  outspokenness,  between  the  programme  of 
the  Ministry  and  that  of  Mr.  Chamberlain. 

Mr.  L.  H.  Berens  said  :  I  rise  with  reluctance,  but  it 
would  be  a  pity  not  to  discuss  fully  so  interesting  a  paper. 
While  I  am  in  general  accord  with  Mr.  Levy,  I  think 
I  may  venture  to  disagree  with  his  final  conclusions. 
There  is  also  one  slip.  The  author  of  the  paper  seems 
to  think  that  Protection  would  give  more  employment. 
Doubtless  this  would  be  so  if  we  possessed  under  Pro- 
tection as  many  of  the  good  things  of  life  as  we  do  under 
freedom.  But  Protection  destroys  some  of  the  purchasing 
power  of  the  nation  ;  and,  therefore,  it  would  give  less, 
not  more,  employment  to  labour.  I  must  compliment 
the  author  of  the  paper  on  the  admirable  and  lucid 
manner  in  which  he  has  stated  the  Law  of  Comparative 
Cost.  Under  freedom,  the  money  wages  earned  within  a 
community  do  not  merely  command  such  commodities  as 
can  be  made  at  home.  The  purchaser  obtains  from 
abroad  what  can  there  be  made  at  greater  advantage. 

Notwithstanding  recent  Ministerial  declarations,  nothing 
has  really  been'  changed  in  the  policy  of  the  Government. 
And  that  policy  is  not,  I  think,  a  Colonial  policy.  The 
dominating  factor  is  that  we  have  just  emerged  from  a 
war,  which  some  persons  regard  as  having  been  justifiable, 
and  others  denounce  as  having  been  criminal.  Whatever 
may  have  been  the  merits  or  demerits  of  that  war,  we 
have,  because  of  it,  accumulated  a  big  debt,  and  have 
increased  our  annual  expenditure  to  the  extent  of  some 
^40,000,000.  The  problem  which  the  Government  desire 
to  solve  is  :  How  is  this  new  burden  to  be  disguised  ? 
Tariffs  provide  one  of  the  easiest  means  of  deceiving  a 
people.  Mr.  Chamberlain  is  really  seeking  for  some 
indirect  means  of  still  further  taxing  the  nation.  Under 
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the  conditions  which  have  been  created,  this  is  a  necessity 
which  faces  Liberals  as  well  as  Tories.  More  money 
must  be  obtained  and  the  Liberal  Party  will  have  to  say 
how  they  propose  to  obtain  it. 

Mr.  G.  Ledger  said :  I  congratulate  the  Circle  on 
having  obtained  a  paper  such  as  we  were  entitled  to 
expect  from  Mr.  Levy.  As  he  has  urged,  this  problem 
must  be  approached  in  a  scientific  spirit.  It  is  useless  to 
argue  from  the  fortunes  of  any  one  individual  or  any  one 
trade.  However  regrettable  the  misfortunes  of  any  set  of 
persons  may  be,  those  who  have  any  real  grasp  of  the 
principle  of  Free  Trade  will  not  have  their  confidence 
shaken  by  such  incidents.  In  all  matters — in  religion  as 
well  as  in  economics — the  path  of  progress  is  one  of  tem- 
porary and  individual  suffering. 

Mr.  Berens  has,  I  think,  mistaken  Mr.  Levy's  meaning 
on  the  subject  of  "employment."  It  is  certainly  true  that, 
under  Protection,  we  would  have  to  work  harder  to  pro- 
duce the  same  amount  of  wealth.  But  man  does  not 
seek  employment  for  its  own  sake.  We  work  for  the  sake 
of  what  employment  will  give.  Now  Protection  gives 
wealth  as  the  result  of  a  maximum  of  labour,  while  what 
we  want  is  to  reduce  labour  to  a  minimum. 

Let  us  not  be  deceived  by  the  mere  labels  which  people 
attach  to  themselves.  When  people  call  themselves  Free 
Traders  we  must  not  be  satisfied  with  this,  but  must  insist 
on  knowing  the  nature  and  purpose  of  their  measures. 
Mr.  Chamberlain  seems  to  have  burnt  his  boats  ;  but  he 
has  done  that  before,  and  has  found  no  difficulty  in  pro- 
curing others.  If  he  finds  that  the  country  is  emphatically 
against  him  in  the  matter  under  discussion,  he  will  discard 
his  position  and  take  up  a  new  one.  Nor  can  we  consider 
Mr.  Balfour  a  constant  quantity.  His  convictions  are 
probably  no  more  settled  to-day  than  they  were  yesterday. 

In  this  controversy  we  are  greatly  inconvenienced  by 
the  large  number  of  Free  Traders  with  a  "but."  These 
men  are  often  Protectionists  with  a  reservation  in  favour  of 
Free  Trade  in  the  materials  required  for  their  own  business. 
We  must  beware  of  the  insidiousness  of  small  exceptions  to 
Free  Tra.de.  Take,  for  instance,  such  a  case  as  that  of  the 
iron  industry  at  Bilbao.  Some  gentlemen  pleaded  to  the 
Spanish  Government  that  there  existed  there  all  the 
materials  for  a  thriving  manufacture  of  iron,  if  they  only 
had  a  little  assistance  at  first — Protection  for  five  years. 
This  was  granted ;  a  practically  prohibitive  duty  was 
put  on  imported  pig  iron  ;  and  furnaces  were  started. 
Twenty-four  years  have  elapsed  since  this  was  first  done  ; 
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the  protected  company  is  paying  20  per  cent,  on  its  shares ; 
but  the  "infant"  industry  is  still  being  fed  out  of  the 
taxes  wrung  from  the  poverty-stricken  people  of  Spain. 
This  is  what  always  happens  when  once  a  privileged  class 
has  been  created.  No  man  will  voluntarily  give  up  a 
monopoly  which  he  has  once  secured. 

Mr.  Alfred  Milnes  said :  I  have  been  hoping  that 
someone  would  tread  on  the  tail  of  the  Free  Trade  coat. 
I  am  disappointed ;  for,  after  all,  what  is  needed  is  that 
the  two  parties  should  meet  face  to  face,  on  this  subject, 
before  the  British  public.  Perhaps  Mr.  Levy  has  con- 
tributed to  this  result  by  the  scholarly  reticence  he  has 
displayed  in  his  paper.  But,  after  following  every  twirl 
of  the  Protectionist  kaleidoscope,  what  can  we  do  ?  In 
spite  of  all  the  tortuous  verbosity  of  the  Government 
speakers,  they  still  persist  in  the  policy  of  making  things 
dear  while  nominally  in  pursuit  of  cheapness.  Mr. 
Chamberlain  will  be  ostensibly  thrown  overboard ;  and 
we  shall  have  Retaliation  instead.  It  will  be  a  sort  of 
economic  adaptation  of  the  Jacobin  policy :  Liberty, 
Equality,  Fraternity  —  or  Death.  We  shall  have  the 
death  of  international  commerce,  in  the  pursuit  of  liberty 
to  deal  all  round. 

The  campaign  has,  in  my  opinion,  been  misunderstood 
and  misfought  by  Free  Traders.  Mr.  Levy  has  most 
wisely  refused  to  take  upon  himself  the  burden  of  dis- 
proving that  our  prosperity  shows  signs  of  decline.  Mr. 
Chamberlain  says  that  glass  is  in  a  perilous  condition, 
and  that  pearl  buttons  have  gone  to  the  devil.  There- 
upon, his  opponents  are  all  bent  on  proving  that  pearl 
buttons  still  flourish  on  the  coster's  unmentionables. 
That  is  not  the  way  to  meet  the  question.  As  Jevons 
said,  commercial  depressions  still  come  about  periodically. 
About  once  in  ten  years  Mr.  Chamberlain's  gloomy 
allegations  will  be  realised.  But  it  is  exactly  at  that  time, 
when  trade  is  exceptionally  depressed,  that  we  have  most 
need  of  freedom.  It  is  at  that  moment  we  should  most 
prize  our  right  of  buying  in  the  cheapest  market.  It  is 
true  that  the  assertion  of  human  rights  is  now  somewhat 
out  of  fashion.  Yet,  has  not  Adam  Smith's  assertion  of 
those  rights  been  a  most  potent  influence  ?  "  The  patri- 
mony of  a  poor  man,"  he  said,  "lies  in  the  strength  and 
dexterity  of  his  hands  ;  and  to  hinder  him  from  employing 
this  strength  and  dexterity  in  what  manner  he  thinks 
proper,  without  injury  to  his  neighbour,  is  a  plain  violation 
of  this  most  sacred  property."  It  is  arguments  of  this 
order  which  have  obtained  Free  Trade  for  us.    We  need 
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no  deluge  of  statistics  ;  but  the  will  and  power  to  plead 
for  the  basic  principle  that,  as  human  beings,  we  have  the 
right  to  satisfy  human  wants  with  the  least  effort. 

The  blundering  answers  of  schoolboys  to  questions  put 
at  examinations  are  often  a  source  of  merriment  ;  but 
sometimes  they  stumble  on  great  truths.  A  tale  is  told  of 
a  lad  who,  in  his  attempt  to  define  Political  Economy, 
said  it  is  the  science  of  obtaining  as  much  as  possible  of 
wealth  with  as  little  as  possible  of  honest  labour.  This  is 
gloriously  true.  Every  economic  advance,  every  labour- 
saving  invention  leads  to  the  abridgment  of  the  effort 
needed  to  attain  a  given  economic  result.  How  much 
easier  it  would  be  to  make  people  understand  this  if  they 
would  translate  money  into  time  !  Let  us  take  the  case 
of  a  man  who  is  earning  ;f  500  a  year.  It  we  make  due 
allowance  for  holidays  and  sickness,  we  shall  find  that  he 
makes  about  a  penny  per  minute.  If  we  count  in  minutes 
instead  of  pence,  our  apprehension  of  economic  realities 
will  be  quicker.  Suppose  this  gentleman  with  ;f  500  per 
annum  wants  to  buy  a  pair  of  gloves,  and  can  get  foreign 
ones  for  2s.  But  the  Protectionist  comes  round  and  says 
he  must  buy  English  ones  for  2S.  6d.  ;  and  he  is  thus 
forced  to  work  for  30  minutes  for  what  he  could  obtain  by 
24  minutes'  work.  Six  minutes  of  his  life  have  been  lost 
in  avoidable  toil.  Protection  is  really  the  most  agravating 
kind  of  slavery.  The  negro  slaves  were  at  least  forced  to 
produce.  Protection  compels  us  to  work  without  pro- 
ducing. Thus,  in  the  case  of  the  gloves,  six  minutes  of 
extra  work  had  to  be  done  without  in  any  way  increasing 
the  output  of  gloves  or  of  anything  else. 

Our  Prime  Minister  has  no  settled  convictions.  The 
highwayman  is  more  stable.  There  is  no  possible  error 
as  to  the  meaning  of  his  policy.  And  how  does  it  differ 
from  Protection  ?  There  are  industries  which  can  get 
nothing  if  the  Government  does  not  step  in  and  get  it  for 
them  by  force.  But  if  an  mdustry  cannot  live  without 
Protection  I  would  say,  with  Talleyrand,  that  I  do  not  see 
the  necessity  of  its  continued  existence.  The  truth  is,  the 
Government  has  no  fiscal  policy ;  it  has  only  a  scheme 
of  out-door  relief.  This  is  not  without  its  attractions. 
Monopolies,  like  babies,  are  opposed  on  principle,  till  the 
person  concerned  has  one  of  his  own. 

With  regard  to  the  sugar  bounty  question,  I  agree  with 
Mr.  Levy  that  countervailing  duties  are  not  an  infringe- 
ment of  the  principle  of  Free  Trade.  But  the  action, 
with  respect  to  them,  taken  by  the  Government,  was  an 
infringement  of  common  sense.    This  is  one  of  the  few 
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small  points  on  which  I  differ  from  Mr.  Levy.  But  I 
am  not  astonished  at  what  the  Government  has  done. 
Auguste  Comte  said  that  prophecy  is  the  test  of  science. 
I  do  not  wish  to  boast ;  but  I  prophesied  long  ago  that  the 
question  of  Protection  would  come  up  again.  It  is  our 
duty  to  be  foremost  to  defend  the  working  masses  of  this 
country  against  this  invasion  which  threatens  their  com- 
fort— to  defend  the  poor  seamstress  and  the  dockers 
against  this  greedy  snatch  which  some  capitalists  are 
making  in  the  name  of  theories  which  have  been  dis- 
credited ever  since  Adam  Smith  wrote  his  immortal  work. 
In  mutual  help,  not  retaliation,  is  to  be  found  the  solution 
of  all  these  problems. 

Mr.  G.  H.  Perris  said :  I  do  not  agree  that  the  controversy 
should  be  carried  forward  merely  on  the  general  ground  of 
the  fundamental  principles  involved.  The  campaign  which 
has  been  fought  by  dealing  with  the  statements  made,  and 
confronting  them  with  the  detailed  facts  of  each  case 
mentioned,  has  been  most  successful.  Never  has  there 
occurred  anything  so  triumphant ;  and  it  has  thoroughly 
exposed  Mr.  Chamberlain's  blundering  fallacies. 

I  am  astonished  to  find  that  there  are  some  speakers 
who  approve  of  countervailing  duties.  This  is  a  heresy. 
The  successive  steps  taken  with  regard  to  the  sugar  policy 
of  the  Government  constitute  a  gigantic  folly.  Indeed, 
there  was  in  reality  no  policy.  Mr.  Chamberlain  merely 
blundered  into  the  Sugar  Convention.  He  wanted  to  hit 
the  foreigners,  rather  than  to  benefit  the  British  Colonies. 
His  first  step  was  to  advise  Lord  Curzon  to  break  away 
from  Free  Trade  with  regard  to  India.  The  proof  of 
stupidity  is  that  Mr.  Chamberlain  started  with  West 
Indian  preferential  tariffs  instead  of  dealing  with  the 
foreign  bounty-fed  sugar.  The  fact  is  that  he  was  not 
serving  the  people,  but  seeking  to  bolster  up  various  vested 
interests.  He  was  being  constantly  utilised  by  these 
interested  and  privileged  parties.  Thus  he  has  been  led 
to  do  stupid  things  on  behalf  of  the  West  Indian  absentee 
landlords.  In  England  itself  it  is  vested  interests  which 
support  Protection.  The  centre  of  the  agitation  for  it  is 
to  be  found  in  them. 

Mr.  J.  RiGBY  Smith  :  Our  opponents  object  to  any 
really  scientific  argument,  and  maintain  that  "abstract" 
reasoning  is  discreditable.  We  may,  on  our  side,  question 
the  locus  standi  of  such  opponents.  They  say  they  are  not 
Protectionists,  but  are  m  favour  of  Retaliatory  duties. 
But  if  these  duties  failed  in  their  immediate  object,  would 
they  be  maintained  ?     Mr.  Long  has  decHned  to  answer 
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this  question  ;  but  at  Edinburgh,  he  said  he  would  try  to 
break  down  the  tariff  walls,  and  would  make  foreign 
nations  pay  if  they  would  not  admit  our  goods.  This 
implies  that  the  Retaliatory  duties  would  be  kept  up  when 
they  had  failed,  and  would  be  arrant  Protection.  The 
fact  is  that  many  people  are  constantly  striving  to  obtain 
some  special  facility  and  privilege  to  which  they  have  no 
right,  and  which  they  can  only  get  by  wrong  to  others. 
Thucydides  said  that  everyone  has  a  passionate  desire  to 
possess  himself  of  the  goods  of  his  neighbour.  This  is 
the  hidden  motive  of  the  Protectionists  ;  and  it  should  be 
our  aim  to  nail  down  our  adversaries  to  this  point. 

Dr.  W.  Douglas  Morrison  said  :  I  desire  to  express 
my  thanks  to  Mr.  Levy  for  his  admirable  paper.  In  my 
opinion,  the  great  point  is  to  ascertain  how  this  Fiscal 
Question  has  arisen.  What  is  at  the  back  of  it  ?  I  think 
that  the  real  cause  is  not  any  abstract  desire  for  Protec- 
tion, but  that  we  have  to  face  a  large  increase  of  State 
expenditure.  This  cannot  be  met  by  ordinary  methods  ; 
and  it  is  indispensable  that  the  basis  of  taxation  should 
be  broadened.  This  necessity  is  the  direct  outcome  of 
the  policy  of  Imperialism  which  has  been  pursued  during 
the  last  sixteen  years,  and  which  has  increased  our  outlay 
in  all  parts  of  the  world.  Such  a  policy  must  be  expen- 
sive; and,  if  it  is  to  continue,  our  method  of  taxation  must 
be  altered.  This  it  is  which  gave  rise  to  the  idea  of 
imposing  duties  on  our  imports.  The  object  is,  not  to 
benefit  trade,  but  to  maintain  the  policy  of  Imperialism. 
Some  persons  may  think  that  Protection  would  incident- 
ally be  advantageous  to  certain  manufactures ;  but 
Beaconsfield  correctly  defined  the  situation  when  he  said 
that  expenditure  depends  on  policy.  If  we  had  a  cheaper 
policy,  the  cry  for  Protection  would  die  down.  Are  the 
Liberals  prepared  to  present  this  cheaper  policy  ? 

Mr.  Carel  Thieme  said  :  I  am  a  dumped  alien  and  a 
Free  Trader  ;  but  I  import  only  Dutch  guldens  to  spend  in 
England.  Holland  is  essentially  a  Free  Trade  country ; 
and  perhaps  the  best  contribution  I  can  make  to  this 
debate  is  to  tell  you  how  it  has  fared  with  my  own 
country.  Even  in  the  middle  ages,  Holland  leant  towards 
Free  Trade,  though  it  met  with  much  opposition  from  the 
Hansc  towns.  It  fought,  not  only  for  Free  Trade,  but 
against  monopolies.  These  were  never  admitted,  with  the 
exception  of  the  East  India  ('()ni])any.  iLngJand  h^id  also 
her  East  India  Company.  War  alone  compelled  the 
Dutch  to  abandon  Free  Trade;  and  it  was  always  restored 
when  p(;acc  came.    In   1667,   they  lived   through  the 
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Colbert  tariff  and  other  adverse  conditions ;  but,  in  the 
eighteenth  century,  the  dechne  came.  This  was  not 
because  of  Free  Trade,  but  because  they  did  not  take 
the  trouble  to  introduce  new  methods.  There  is  a 
moment  when  nations  are  so  self-satisfied  that  they  think 
there  is  no  need  for  further  improvement,  and  allow  others 
to  occupy  the  first  rank.  Then  came  Napoleon.  In  1800, 
things  were  in  such  a  bad  state  in  Holland  that  a  Royal 
Commission  was  appointed,  and  it  suggested  Protection. 
This  was  rigidly  imposed  by  the  Napoleonic  blockade, 
which  prevented  the  admission  of  any  English  goods. 
The  Dutch  were  compelled  to  manufacture  for  themselves 
what  they  could  have  obtained  for  much  less  cost  from 
England.  These  goods  were  not  only  higher  in  price  but 
poorer  in  quality.  Misery  greatly  increased.  They  learnt, 
by  bitter  experience,  what  Protection  meant.  With  peace 
and  the  restoration  of  Free  Trade,  prosperity  returned. 
From  1872  to  i8g6,  Dutch  exports  increased  175  per  cent., 
and  imports  165  per  cent. 

Holland  is  essentially  an  agricultural  country.  Some 
fifty  years  ago  there  was  a  great  depression.  A  Royal 
Commission  was  appointed,  over  which  the  King  presided. 
He  insisted  that  science  is  the  basis  of  progress,  and  to 
science  must  they  look  for  the  remedy.  Instead  of  dis- 
carding Free  Trade,  they  abolished  all  local  dues,  and 
introduced  more  scientific  methods  of  agriculture. 
Distress  was  thus  dispelled,  and  soon  there  came  again  an 
era  of  great  prosperity.  For,  if  people  get  their  corn, 
which  is  their  staple  food,  cheap,  they  are  able  to  work 
well.  Small  farmers  bought  pianos,  and  signs  of  comfort 
and  culture  were  seen  on  all  sides.  But,  once  more  they 
became  lazy  and  listless,  and  once  more  progress  stopped. 
In  1875,  there  was  another  depression,  and  another 
official  investigation,  the  result  of  which  was  the  advice  to 
work  better  and  the  introduction  of  a  system  of  light 
railways,  which  greatly  facilitated  the  bringing  to  market 
of  dairy  produce. 

Dutch  Colonial  enterprise  produced  a  state  of  things 
not  always  pleasant  to  dwell  upon.  As  a  tree  gives  off 
even  its  best  fruit,  so  does  a  nation  shed  its  best  men. 
Some  of  Holland's  ablest  sons  have  helped  to  build  up 
the  United  States  of  America,  and  have  recently  proved 
their  prowess  in  South  Africa.  In  Holland,  we  have 
always  welcomed  foreigners.  Like  the  English,  the  Dutch 
have  greatly  benefited  by  the  presence  of  foreigners  in 
their  midst.  The  trade  between  Holland  and  her  Colonies 
has  become  very  brisk — particularly  so  since,  at  England's 
insistence,  preferential  duties  were  abolished. 


The  Chairman  then  called  on  Mr.  J.  H.  Levy  to  reply. 

Mr.  Levy  :  It  cannot  be  a  matter  of  surprise  that,  in 
this  Circle,  I  have  very  little  to  reply  to  in  defence  of  a 
paper  written  in  maintenance  of  the  doctrine  of  Free 
Trade,  and  that  I  have  chiefly  to  devote  myself  to  w^hat  I 
cannot  but  regard  as  the  misapprehensions  of  our  own 
friends.  Mr.  Berens  —  a  good  Free  Trader  —  seemed 
alarmed  lest  my  statement,  that  Protection  would  increase 

employment,"  might  be  made  use  of  by  the  enemy.  The 
enemy  is  quite  welcome  to  it.  No  one,  except  the  legen- 
dary Scotchman  into  whose  head  it  required  a  surgical 
operation  to  get  a  joke,  could  mistake  the  tenour  of  that 
paragraph.  Mr.  Berens,  and  also  Mr.  Ferris,  differed  from 
the  conclusion  I  drew  that  the  Fiscal  Question  is  really,  in 
its  inception,  a  Colonial  question  ;  but  if  they  will  care- 
fully look  into  the  speeches  of  Mr.  Chamberlain  and  Mr. 
Balfour,  they  will  find  that  the  relations  of  this  country 
with  her  Colonies  are  at  the  bottom  of  the  matter,  and 
that  the  Fiscal  Question  has  merely  arisen  out  of  this.  If 
Mr.  Chamberlain  wants  us  to  thmk  fiscally,  it  is  only 
because  he  wants  us  to  think  Imperially.  As  Dr.  Douglas 
Morrison  said,  it  is  Mr.  Chamberlain's  Imperialism  which 
has  created  the  fiscal  problem  ;  but  I  do  not  think  it  is  so 
much  the  need  of  more  money  with  which  we  have  to  deal 
as  the  need  of  some  way  out  of  an  untenable  Colonial 
position.  We  have  colonized  in  order  to  keep  open 
markets  for  our  produce,  and  now  these  Colonies  have  set 
up  Protective  tariffs  against  us.  They  are  commencing  to 
use  export  bounties  for  the  same  purpose.  It  is  not  sur- 
prising that  Mr.  Balfour  has  thought  of  Protection  as  a 
way  out  of  this  difftculty.  He  is,  and  long  has  been, 
practically  a  Protectionist,  though  theoretically  he  esteems 
himself  to  be  a  thorough  F^ree  Trader.  He  gets  to  Pro- 
tection via  thorough-going  Free  Trade,  as  he  gets  to 
orthodoxy  via  thorough-going  scepticism.  It  was  his 
Protectionist  bent  which,  in  my  opinion,  landed  him  in 
Bimetallism.  Mr.  Chamberlain  has  probably  caught  his 
Protectionism  from  the  Premier,  and  has  afterwards,  with 
the  impulsiveness  of  a  new  convert,  rushed  his  more 
reflective  colleague.  He  essays  to  be  the  Bismarck  of  the 
British  Empire,  which  he  pictures  as  needing  for  its 
creation  a  constructive  political  genius  like  himself ;  and 
he  has  the  wild  ncjtion  of  building  his  Imperial  edifice  on 
the  basis  of  preferential  trade.  There  is  no  need  to  sup- 
pose that  either  Mr.  Chamberlain  or  Mr.  Balfour  is  a  fiend 
incarnate,  'llieir  errors  are  explainable  on  a  much  less 
uncom})limentary,  and  at   the   same  time  much  more 
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reasonable,  hypothesis.  Devils,  like  entities,  should  not 
be  multiplied  without  necessity. 

There  are  two  points  in  the  speech  of  my  friend  Mr. 
Milnes  upon  which  I  would  like  to  say  a  few  words.  I 
quite  agree  with  him  that  we  have  had  far  too  much 
discussion  on  irrelevant  issues.  Many  of  the  statistical 
points  which  have  been  raised  by  Protectionists  have  been 
quite  beside  the  mark  ;  and  Free  Traders  make  a  mistake 
when  they  attempt  to  reply  to  such  points,  without  point- 
ing out  their  irrelevancy.  At  a  meeting  which  I  recently 
attended,  a  speaker  contended,  as  an  argument  for  Pro- 
tection, that  the  pauperism  of  1903  was  greater  than  that 
of  igo2.  The  speaker  on  the  Free  Trade  side  endeavoured 
to  show  that  this  was  not  true.  The  proper  reply  would 
have  been  that  the  issue  raised  had  nothing  to  do  with  the 
question.  A  scientific  statistician  would  not  make  the 
mistake  of  endeavouring  to  substitute  his  figures  for 
economic  reasoning  ;  but,  as  a  subsidiary  resource,  those 
figures  ought  to  be  of  great  value  when  properly  handled. 
The  statistician  should  be  the  adjutant  of  the  economist. 

The  other  point  in  Mr.  Milnes's  speech  on  which  I  have 
something  to  say  refers  to  the  Sugar  Convention.  My 
friend  is  too  good  an  economist  to  fall  into  the  error  of 
regarding  countervailing  duties  on  bounty-fed  goods  as 
economically  illegitimate.  But  he  regards  the  Sugar  Con- 
vention, which  should  be  distinguished  from  the  Sugar 
Convention  Act,  as  a  mistake  in  tactics.  On  this  I  differ 
from  him.  When  the  Free  Traders  of  the  Continent  had 
screwed  their  Governments  up  to  the  point  of  being  will- 
ing to  abolish  the  bounties,  it  would,  in  my  opinion,  have 
been  a  mistake  not  to  have  co-operated,  and  thus  passively 
to  have  become  responsible  for  the  maintenance  of  these 
bounties.  This,  of  course,  does  not  excuse  the  Govern- 
ment for  what  they  actually  did  under  the  Sugar  Con- 
vention Act,  which  is  quite  indefensible. 

Mr.  Perris  stigmatises  my  argument  for  countervailing 
duties  as  heresy.  Well,  so  it  is — from  his  standard  of 
orthodoxy.  But  there  is  nothing  very  terrible  in  that. 
No  conclave  of  economic  cardinals  has  elected  him  pope  ; 
and,  as  a  matter  of  fact,  the  doctrine  I  have  put  forward 
is  as  old  as  Ricardo.  What  is  still  more  important,  the 
reasoning  on  which  it  is  based  is  impregnable.  If  Free 
Traders  want  to  make  shipwreck  of  their  doctrine,  they 
cannot  do  it  more  easily  or  more  surely  than  by  advocating, 
as  a  matter  of  Free  Trade  principle,  passivity  in  face  of 
export  bounties.  Whether,  in  a  given  case  and  at  a  given 
time,  we  should  meet  an  export  bounty  with  a  counter- 
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vailing  duty,  is  a  matter  of  tactics  ;  but  it  should  be  clearly 
understood  that  a  fiscal  counterpoise  to  an  export  bounty 
is  not  in  any  way  inconsistent  with  Free  Trade.  It  could, 
with  a  much  greater  show  of  reason,  be  argued  that  the 
non-imposition  of  such  a  counterpoise  is  a  connivance  at 
the  violation  of  Free  Trade  principle. 

Lord  Welby,  in  rising  to  conclude  the  debate,  said : 
First  and  foremost,  I  feel  sure  I  am  only  giving  voice  to 
the  feeling  of  the  meeting  in  saying  that  we  are  all  greatly 
obliged  to  Mr.  Levy  for  the  able  paper  he  has  submitted, 
and  the  discussion  it  has  evoked.  The  debate  has, 
undoubtedly,  taught  us  all  something.  For  instance,  we 
have  all  heard  with  great  interest  what  Mr.  Thieme  has 
told  us  about  the  admirable  Free  Trade  spirit  that  prevails 
in  Holland.  With  regard  to  the  statistician,  I  look  upon 
him  as  the  adjutant  or  the  chief  of  staff  of  the  economist. 
His  functions  are  of  the  utmost  importance.  When  mis- 
statements were  so  boldly  made,  it  was  necessary  that  they 
should  be  as  emphatically  contradicted.  In  this  respect 
Mr.  Chiozza-Money  and  Mr.  Ferris  have  rendered  great 
service ;  and  I  thank  them  for  exposing  so  many  errors. 
I  agree  with  Dr.  Douglas  Morrison  that  it  is  the  increase 
of  expenditure  which  is  the  real  cause  of  the  Protectionist 
proposals.  It  is  possible  also  to  admit  that  perhaps  both 
Mr.  Chamberlain  and  Mr.  Balfour  really  believe  in  the 
cause  they  now  advocate.  In  any  case,  Mr.  Chamberlain 
has  shown  himself  singularly  impressionable.  When  he 
was  at  the  Board  of  Trade,  Lord  Farrer  had  a  wonderful 
influence  over  him.  He  took  his  impression  from  his 
chief  permanent  officer.  At  the  Colonial  Office,  he  came 
under  very  different  influences.  He  is  like  a  grain,  in  that 
its  growth  depends  on  the  soil  on  which  it  falls.  He  may 
be  honest  ;  but  he  is  none  the  less  mischievous.  The 
Government  volte  face  of  the  night  before  last  was  far  too 
hasty.  The  least  Protectionist  side  of  the  Cabinet  has  not 
won.  The  cloven  hoof  has  come  out  again  since  then. 
The  fight  against  Protection  is  not  over.  I  am  old 
enough  to  remember  the  great  Free  Trade  agitation.  In 
those  days  people  did  not  mince  matters.  The  Resolution 
of  1852  was  couched  in  strong  terms,  and  the  Ministry  did 
not  venture  to  appear  in  the  House.  Pointing  to  the 
Ministerial  bench  a  Member  exclaimed  :  "  If  you  want  to 
see  humiliation,  look  there."  But  the  conversion  en  masse 
of  our  opponents  was  and  is  not  reliable.  They  have 
remained  silent  till  such  time  as  a  leader  should  present 
himself.  But  they  have  been  Protectionists  all  the  time. 
Thus,  the  Commission  of  1885  had  a  Minority  Report 
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signed  by  four  members ;  and  this  Minority  Report  said 
what  is  now  said  by  Mr.  Chamberlain.  The  Protectionist 
feeling  was  there,  and  only  awaited  a  great  leader  in  order 
that  it  might  manifest  itself  as  it  Has  done. 

The  real  fact  is  that  the  bulk  of  the  capitalist  class  is 
Protectionist  to  the  core.  On  the  other  hand,  I  am  glad 
to  see  that  the  working  classes  are  so  staunch  to, the  Free 
Trade  cause.  We  must  not,  however,  trust  to  the  results 
of  the  past  to  justify  the  present.  We  have  relied  too 
much  on  Cobden,  forgetting  that,  to  the  present  genera- 
tion, he  is  known  only  as  a  tradition.  Mr.  Levy  has 
referred  to  the  desire  we  all  feel  to  preserve  the  Empire. 
Its  existence  is  due  to  the  gallant  band  of  Radicals  who 
fought  for  the  liberty  which  the  Colonies  have  misused  by 
setting  up  Protection.  If  we  cap  this  by  giving  them 
preferential  trade,  we  shall  create  class  interests  which  will 
disintegrate  the  Empire. 

Let  us  remember  that,  in  all  this,  we  have  to  preach  to 
the  unconverted.  We  have  to  deal  with  a  great  crowd  of 
people  who  do  not  read,  who  do  not  think,  and  yet  who 
vote  and  turn  the  elections.  For  them  especially  it  is 
necessary  to  consider  what  brief,  clear  statement  can  be 
put  forward  which  will  express  the  doctrine  of  Free  Trade. 
The  City  may  be  left  alone.  It  is  coming  round.  But  a 
large  mass  of  people  have  been  taken  in  b}^  the  simple 
notion  that,  after  fifty  years  of  Free  Trade,  it  is  now  time 
to  try  something  else.  Others  of  a  more  pugnacious  turn 
have  been  appealed  to,  and  felt  their  pride  hurt  at  taking 
the  hostile  tariffs  of  foreign  nations  "lying  down."  People 
who  are  influenced  by  these  passing  emotions  have  but 
short  memories ;  and  time  and  a  little  reflection  may  be 
trusted  to  wear  them  away.  In  the  meanwhile  it  would 
be  well,  while  avoiding  personal  methods  in  controversy, 
to  be  unsparing  in  legitimate  criticism  ;  and  above  all,  to 
lose  no  opportunity  of  exposing  the  weakness  and  danger 
of  the  position  taken  up  by  Mr.  Chamberlain  and  Mr. 
Balfour. 
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NOTICES. 


Any  member  of  the  National  Liberal  Club  may  become  a 
member  of  its  Political  and  Economic  Circle  by  notifying  to 
the  Secretary,  Mr.  Donald  Murray,  that  he  wishes  to  join  the 
Circle,  and  paying  the  subscription  to  it.  One  Guinea  per 
annum.  This  subscription  entitles  a  member  of  the  Circle  to 
invitations  to  its  dinners— usually  four  in  the  year— and  a 
copy  of  any  literature  issued  by  it.  Members  have  to  pay  for 
any  drink  consumed  by  them  at  the  dinners  of  the  Circle  ;  but 
the  dinners  themselves  have  not  to  be  paid  for,  otherwise  than 
through  the  annual  subscriptions.  Members  of  the  Circle  are 
also  entitled  to  invite  guests  to  the  dinners  of  the  Circle- 
when  there  is  room  for  them — on  payment  for  their  dinners 
(6s.  each),  and  for  any  other  refreshments  consumed  by  them. 
A  dinner,  to  which  ladies  may  be  invited  as  guests,  is  usually 
held  once  in  the  course  of  the  year. 


TWO  LECTURES  on  **The  Law  of  Comparative  Cost  in 
its  Relation  to  External  Trade  "  will  be  delivered,  by  Mr.  J.  H. 
LEVY,  in  the  Conference  Room  of  the  National  Liberal  Club, 
at  8.30  p.m.,  on  WEDNESDAYS,  9th  and  i6th  March,  1904. 
Tickets  for  these  lectures  may  be  obtained  from  the  Secretary 
of  the  Club. 


The  Fifty=Second  Dinner  of  the  National  Liberal  Club 
Political  and  Economic  Circle  will  be  held  on  Wednesday, 
i8th  May,  1904,  when  Monsieur  JOSEPH  CAILLAUX,  Member 
of  the  French  Chamber  of  Deputies,  late  Ministre  des  Finances 
(Chancellor  of  the  Exchequer)  of  France,  will  read  a  paper,  to 
be  followed  by  discussion,  on  ♦*  The  Fiscal  Question  in  France. 
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